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CONEIDENTIAL HONG KONG 972 

E.O. 1 1652: GDS 

TAGS: ECON, LEIN, EEWT, EWWT, EALR, CH 
SUBJECT: PRC SHIPPING CONTRACTS TO BE SETTLED IN 
HONG KONG DOLLARS 

1. A HONG KONG-BASED EUROPEAN SHIPPING SOURCE HAS INFORMED 
CONGENOEE THAT IN OCTOBER-NOVEMBER 1974 THE PRC REQUESTED 
HIS COMPANY TO ALTER THEIR PRESENT EREIGHT TARRIFE CON- 
TRACT ARRANGEMENTS SO THAT SETTLEMENT COULD BE MADE 
THROUGH THE COMPANY'S HONG KONG BANK IN HONG KONG DOLLARS. 
EORMERLY, PAYMENT HAD BEEN MADE THROUGH A LONDON BANK 

IN POUNDS STERLING. THE NEW ARRANGEMENT WAS NEGOTIATED 
IN PEKING IN LATE NOVEMBER WITH THE CHINA NATIONAL CHAR- 
TERING CORPORATION. 

2. THE NEW FREIGHT TARIFE WENT INTO EEEECT JANUARY 1. 

THE SHIPPING SOURCE SAID THAT HIS COMPANY WAS THE EIRST, 

BUT THOUGHT THAT SOME JAPANESE COMPANIES ALSO MAY HAVE 
SIGNED SUCH AGREEMENTS SINCE THEN. THE SOURCE HAD A 
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WITH PROVISIONS FOR SETTLEMENT IN HONG KONG DOLLARS 
LISTED BESIDE EACH ENTRY. HE SAID THE PRC OBVIOUSLY 
INTENDS TO MAKE SETTLEMENT IN HONG KONG DOLLARS STANDARD 
IN ALL OE ITS SHIPPING CONTRACTS. 

3. THE ADVANTAGE TO THE PRC WOULD BE IN THE GREATER 
STABILITY OE THE HK$ OVER STERLING, ACCORDING TO THE SOURCE. 

IN ADDITION TO LESS EOREIGN EXCHANGE RISK, MOVEMENT 

FROM STERLING TO HK$ ALLOWS GREATER USE OE THE PRCJS 
SUBSTANTIAL HK$ RESOURCES AND ACCORDS WITH OTHER SIGNS 
OF PRC CONCERN OVER FOREIGN EXCHANGE SHORTAGES IN LATE 1974. 

4. THE SOURCE SAID HIS OWN COMPANY HAD SOUGHT AND 
RECEIVED PRC AGREEMENT FOR AN INCREASE OF ABOUT 22 PERCENT 
IN ITS FREIGHT TARIEF FOR SHIPMENT TO AND EROM THE PRC 

THIS WAS CONSISTENT WITH INCREASED EREIGHT CHARGES 
WORLDWIDE. HIS COMPANY HAD ALSO PROPOSED INCREASING COM- 
MISSIONS IT PAYS TO THE PRC FROM TWO AND ONE-HALF TO 
FIVE PERCENT FOR EASTBOUND CARGOES FROM EUROPE. THE 
COMPANY HOPED, THEREBY, TO ENCOURAGE THE PRC TO ALLOCATE 
INCREASED TONNAGE TO ITS SHIPS. NO CHANGE WAS MADE IN 
THE WESTBOUND COMMISSION, WHICH ALREADY STOOD AT 5 PERCENT. 
CROSS 
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